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INFORM CONSULS - BEIRUT ALSO PASS BAGHDAD 
E.O. 11652: N/A 
TAGS:MASS, XX, US 

SUBJECT:POLICY GUIDANCE ON PRICE, AVAILABILITY AND CONDI- 
TION OF MILITARY EQUIPMENT FURNISHED TO FOREIGN GOVERNMENTS. 

FOR THE AMBASSADOR 

1. INFLATION IS COMBINING WITH ACUTE SHORTAGES OF SOME 
ITEMS IN AN ATTACK ON THE SMOOTH FUNCTIONING OF OUR MILI- 
TARY SALES AND ASSISTANCE PROGRAMS. IT IS BECOMING INCREAS- 
INGLY DIFFICULT TO PROVIDE RELIABLE ESTIMATES OF PRICE, CON 
DITION, AND ANTICIPATED DELIVERY DATES FOR A WIDE RANGE OF 
ITEMS. UNDERSTANDABLY ENOUGH, FOREIGN GOVERNMENTS (SOME- 
TIMES AT THE HIGHEST LEVELS) HAVE BECOME DISAPPOINTED AND 
ANGRY WHEN FACED WITH SUDDEN LARGE PRICE INCREASES AND DE- 
LIVERY DELAYS. ECONOMIC UNCERTAINTY, PRODUCTION CUTBACKS, 
AND REDUCED U.S. FORCES' INVENTORIES ALSO CONTRIBUTE TO OUR 
DIFFICULTIES. NONE OF THE CONTRIBUTING FACTORS IS FORECAST 
TO IMPROVE IN THE NEAR TERM. 

2. IT IS THEREFORE IMPERATIVE THAT THE UTMOST DISCRETION BE 
EXERCISED IN DISCUSSIONS WITH HOST GOVERNMENT OFFICIALS OF 
PRICE, AVAILABILITY, AND EQUIPMENT CONDITION. ONLY 

SPECIFIC DATA PROVIDED BY THE MILITARY DEPARTMENTS OR THE 
DEFENSE SECURITY ASSISTANCE AGENCY (DSAA) SHOULD BE USED. 

IN ALL DISCUSSIONS, IT SHOULD BE CLEARLY NOTED THAT PRICES 
ARE ESTIMATES ONLY AND ARE SUBJECT TO CHANGE. PRICES 
CHARGED TO PURCHASERS UNDER FOREIGN MILITARY SALES CON- 
TRACTS OR CHARGED AGAINST GRANT MILITARY ASSISTANCE AC- 
COUNTS ARE GOVERNED BY US LEGAL REQUIREMENTS. HOST GOV- 
ERNMENTS MUST RECOGNIZE THAT PRICES CONTAINED IN LETTERS 
OF OFFER (I.E., DOD FORM 1513. ALSO KNOWN AS LOA) ARE IN 
REALITY ESTIMATES, THE TERMS OF WHICH THE USG MUST BY LAW 
REVISE IF NECESSARY TO REFLECT ACTUAL PROCUREMET COSTS. 
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3. CONDITION OF USED EQUIPMENT SUGGESTED FOR CONSIDERA- 
TION SHOULD BE ASCERTAINED, AND ANY COMMITMENTS MADE MUST 
BE EXPLICIT IN ORDER TO PRECLUDE MISUNDERSTANDINGS. IF 
DATA ON EQUIPMENT CONDITION IS NOT AVAILABLE IN ADEQUATE 
DETAIL, THE MILITARY DEPARTMENT CONCERNED SHOULD BE RE- 
QUESTED TO PROVIDE SPECIFICS BEFORE COMMITMENTS ARE MADE. 
THE MILITARY ARTICLES AND SERVICES LIST (MASL, A LIST OF 
EQUIPMENT COMMON TO ALL MILITARY DEPARTMENTS) IS INTENDED 
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FOR MAP (GRANT MILITARY ASSISTANCE PROGRAM) PLANNING AND 
SHOULD NOT BE USED EVEN AS A GENERAL GUIDE FOR FOREIGN 
MILITARY SALES. DISCUSSIONS OF SPECIFICS RELATED TO FMS 
CASH OR CREDIT SALES SHOULD BE BASED ON CURRENT DATA PRO- 
VIDED BY THE MILITARY DEPARTMENTS OR DSAA. 

4. OVERALL POLICY - ALTHOUGH EVERY POSSIBLE EFFORT WILL 
BE MADE TO MAINTAIN PRICE, AVAILABILITY AND CONDITIONS 
INDICATED, COMMITMENTS MADE TO POTENTIAL RECIPIENT GOVERN- 
MENTS MUST BE CONSISTENT WITH OUR ABILITY TO DELIVER, AND 

ALL CONCERNED MUST UNDERSTAND THAT UNSETTLED WORLDWIDE ECO- 
NOMIC CONDITIONS AND U.S. LEGAL REQUIREMENTS MAY NECESSI- 
TATE REVISION - UNFORTUNATELY USUALLY UPWARD - OF THE 
MOST CAREFULLY PREPARED ESTIMATES. UNWARRANTED EXPECTA- 
TIONS AS TO PRICE, AVAILABILITY, AND CONDITION MUST BE 
AVOIDED IF OUR MILITARY ASSISTANCE AND SALES PROGRAMS ARE 
TO CONTRIBUTE TO BETTER, RATHER THAN WORSE, RELATIONS WITH 
HOST COUNTRIES. 

5. YOU ARE REQUESTED TO ASSURE THAT ALL CONCERNED MEMBERS 
OF YOUR STAFF ARE AWARE OF THIS PROBLEM AND THE ACTIONS 
REQUIRED TO DEAL WITH IT. IF THIS IS NOT CLEAR IN EVERY 
RESPECT, PLEASE ADDRESS YOUR QUESTIONS PROMPTLY FOR FURTHER 
GUIDANCE. KISSINGER 
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